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A* prmmt trad# 




smbstactiftl trad# t&tfi Hainlaasd 


*/ 


daring the 1920 *s end early 1930 *e, before the sats-are of HaBsfcsria In 1931. 
After 1931 ^anchtiria and mfeeegnantly asoh of *4&m toeoaas proteatad 4ap*mm 
raarttts, which induced a largo Inflow of Japanese capital. *« only an ir.signi- 
f. leant sar>« 3 nt of aaaltal good* w»* produsarf In H*nohurla at this ti«e» i-wwll-* 
eally all saoltal goe&s had to ha imported ♦ the sampaeltion of Japanese 
«Eport* to StaneSiwri*, acoordlngly* ohanaed radically a* a*<*ir>ery and saisla 


teogsn to aesspeta with textile# and foodatwffa aa the major aborts to main- 


land China. Hwrttamewly, the dsnehurlan ssarket for consumer goods expanded, 
partly as a result of tha rising, purchasing power rccwspanylng eaemmie 
deatfSamant. In raturo tho Japanese obtained a sacaaa source for many 


essential raw material*, particularly coal, pig iron, iron ora, «alt, soybeans , 


and oil eafce. By 1939. mainland Miins had bo<a»»a Japan*e aoat Important 
trading erea. 

This gansral increase in trade with the Cbtaa mainland, however, ©ou- 
oealed a noticeable decline in trade with the "*pj*lio of Miina. Violent 
a«ti-4»ar»oa mowmant* limited the Republic of iMna’s trade with Japan. 


rrstl! the war years l^l-l^J. whan Japan was largely cot off froa atear 
sources of suenly, Japanese exports to mainland whins of textile®, steel. 


and a *ult si equipment were only oartially psll for by ymrabaaea of essential 


rs*w materials «sd feedstaffa. I hi# expert awrplus was bolanced primarily W 

Japanese investment in Sanohuria *nS in at her areas af C hin a, 
a. this tarn after 1932 refer* t© >*ina» Kansharia, and awantwng 
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B* fmfe wut tr&Sm i#ith ^ 

Smwmm mgtmsr trad* nith Qacresgiltt vhina has hmm relatively iBsisni- 
fle*nl* Stham&s In the issried 1916-hO the Shtoesa ssaifiXanfl tmfc *0^*«ndMt*ly 
?0 mrmm t hy vslue of J4fc>ar* f s «parta sad orwtdsd 16 n#r©«Bl of ilaosa 1 * 
import®# is 1950 Mainland Oiritaa took only £•% parmnt #f Ja^aa** *spdrl# sad 
supplied hat h.l narmni ©? its t*p$rt*« trad* ms almost 

<softplst*2y ia 1951 sost X9§£ as * remit #£ tb® loreesi War* Folle&fef 

the ssvAsitim in 1935 31 trade began t® revive and by 1955 am 
mmrJg double the 1390 valm. Its share e£ total Japanem trad** Itmever* ha* 
not yet rmg&km d the 1950 peatmr high. 

4Mna f « min iworii? fro® 4mm ham been rays© yam* shes&aal f«rliliisr»i 
and other etMtesXe* Japan has chiefly imported rim* saybe&na, and salt and 
only sirdr ^mcititlM of eefctag eml md trm ora %&leh urn* etiplfUssil 
Import it .in ^remr years* 

The mmr Jarronee* esoort aarolua iritis Oiina ha* now bemrse an import 
deficit sam^sitatinf payment to China of ssoaras sterling* 


a* Comt&lst vMji* ia the asm as mainland <£itna. 


SECRET 
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C* Th# pQtmttaln mf Trad* 

1* J&pm* a basis trad# mmttkm 

i-4k« Vm Ordiod SSiigiMK* Jasw 1® b#*vily d#p*r»i#iit upon tartiLm trad#* 
!%&rly p#re*nt of its fowl supaiy and marly all of its principal iiadusirt- 
ml rsaf m&#rl*l* »ust b# %mm ri#d* 

tom* «;?oor--iingly ; mist *#a^#ri or INmrtl)#!*#** Jama ht# bm 

oanslatti^ly oonfroatad sins# th# mar with larg* tract# daft sits* Though it# 
ir#d* position finally tsprovad iaa 1955* tfe# «dd#d burdan of r#am®m#nt and 
tb» p#a*t&Ui o*s#aiioa of U*3* Military pur £&#### (am of the mis ##ure#s of 
invlatfel# raoaioi#} s?r*##nt profelacna for ih# fatur*. A# a raault Jams baa 
boon vigorously attom^ting t* #Ki>snd #11 and #>>#n nnr mrkats for Its #ca@orts* 
?* tm Imrm of th# ^Lnor# siarkat 

It is sot surprising than to find many Japan#®# tura&iig toward th# one# 
teport^ot mrk#t In Chin# which th*y h*H#?# to b# d«nt#d th#» lay trad# 
controls* 4#. ^inn ha* b*#n Jay**** mjor Iradtni parlnar* % major ii^ortsr 
of (Japan*# arlmry axpftri) * and a sours# of may v^luabl# y«rt 

dfe#*p> raw miarl&l# asasntlal t# Jama*# mpari industry* th#®# J&o&n#s# 
b#U#** that thar# mould b» « gr##t «flcpan*l#fi of trad# w iwiml of trad# 
controls » M# lur# of th# CMn#r# mrkat has lad roeanily to a. rapli %rmfih 
of mmmrz isl inlareours# with Oesantaist China* d©»#**r* #tb*r 

Jafam## raalia# that thl# asmaamnt of th# affoot of trail# octroi# is 
superficial and raduly influttnoad by Sanguis# h#p##« 

SECRET 
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7h» ctdsws* have wtrsjmd Is sHarlng tans tits potsntlalltlsa *f thi# 
trad** Tbs <*in«i«e po ist ta th«lr iivbMrtr 1*1 isatton wogras *a prwaidln* • 

dam 

great 0ete»ttal fen ecads sad|t© be able to offer la retorts 

rm Mterlele at price® telee lbes« oharfed bgr present supplier* as a resmlt 
of the grexSadtgr of inappHea* The than iadEtesft* that the 

enlj reason for Japan's a^lasies fr<** this attrfcet la the const iay&tieB of 
4aa«i»*s trade controls# 

Table & list* 3§*i r*a f e ijs^rtimt exports and ifiHoatea etateh of there ere 
currently by Japan* though mot aeeeeeerlljr from Chtue* Table 5 doe* 

the emt for Japan 1 * iwportsnt exporter 
3* Steele* t® mpm4*$ tnd» 

Is fact # trade control* only represent one of several ntejer barrier* to 
t revtvtl of ^&~J*pftnae* trade* The#* v&o olamr for the mp, mw%*m of trade 
with Q&um tend to overlook or disregard the m&rmm ohaaf*# which the last 
decade has brought is both (Msie and 3mm* The deliherete erlentatloa of 
the Chinese 3®mm 1st eooms^ toward the Bloc and removal of Japanese 
influence to C&tom mrm definite efeataolee to asgr restoration ef the prewar 
trade pattern* 

iooi^mle faster* restricting trade include s shut in Chinese import 
demand*, high prices of msm .^hioeee sad Japan**# prmgmtm* mm& diffi- 
culties* and restricted mbility of International trader** Sene of these 
factors, however* emdUi or be mitigated if normal trade relation* 

wrt restored* 
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r ©sawatty Shorts «f Susm 
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8h$p* mft &06&S x 

1 ti'tf'i M llh II n,a 'll #' 

vmpQOmf jj&gtfQ&Q* 

CtomSj&Ql y 

Sops 


£ te ttoafa ea as Jjgerfc fcy c&Saa 

a. China both taeesta taft ap a rtes testiloaj tfce r^mrr* aa ri ae t , 
Swawr, la araafcly rosfcrletoe& % ftrwiiiiwMii control. 

&• «» Is s&bWsr a i»fe ispartar, iu& has vwsaafcly sate attars 

<oi «Oas to the free Wexrli. 
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thm stsifl in %£ mm Import dwsand trim mtm&mr gixfcl# t# ©ag&i&l goods 
jlmst a^pletsly ih# mrini for Japan*# is&J&r tixttlw* 

mnio to imrwirt y*ra or r«nr m% tm ratter than finlated twctllw* 

Japan*# textll* ii&fuatry tfc«t» not h«# loot & mrkwt for it» finished 
^r^-^iset b«t £Ue a ^orc« for r«r cotton* 3i$dl^rly # tte dorn^cwmnt of a 

atemleal Industry to tins «xt«Rt of won oxnortin?: itsm on tte tutor* 
trod# control Hit# to r»®trlotir^ tte atrtei In ■ %tna for Japiurioso 
etemte^I#. CMnt# dno« iasporfc metals* MaMjiory, and «$ti£p&ent which 

«£»rie In largo te*ntitlo*« Tbengk ihio mMA mPMr' a firm bass for 
dwolnniftf trade* way well prefer to continue Its pan te frw the 

Bite* "here 1® no indloattnn that <Mna 1# dt*«&ti«fl*§ ^ith tte avuilabtlttr 

if 

of ^ead* freer th# hlec or the gensral tmt of trad* with the Bloc. 

Sven if Shine tofli desire to shift soae of It* purchases fro® the Blee 

to the Free W»rld. Japan would not sMtnrilj' fee the principal rectpi«t of 

ihinosw orders. Japan 1* still in a dteadvantageaua position, daeolt* tbo 

reosnt teprovemont in trade, to seapete with other vtectern countries because 

of hi «* expert prises. ?reh»tiojj cost* of wusy ceMeedlltieo ere high because 
plant 

of obsolescence o^ and hlsh soot of imported mr materials, the Japanese 
report that the «ich east of coel alone is enough te boost the prices of 
dads, apmenliat sulphate, saner, t, and steel above interastien sl prices. If 
eo*l and other raw Materials like iron ere could be Obtained free Jain* at 
a seving. over present costs, expert prices could be reduced, bat this saving 
alone way not b* sufficient to make than competitive. 

SECRET 
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Far the ss reason® greatly increased trad® with 1* llkaly to be 

illusory. trada ^antral* are mt the ea ly or «wa to# warn* Important harriw 
to tho growth of 3Jj»-JapaB#*# trad®. ■ 

4, Potential Slao-Japan®*® trade 

It In estimated that vblneee export* to Japen oonJd be easily lnorea®ed 
from the ©resent level of $BQ ndUlm a year to SIS® a l l li on a year If CJftKOdM 
control* were removed. the Ototoeae are sapsfele of exporting ooal and Iron ere 
to Japan In greatly lnereaeed qaantlUea. It te aatimated that -toBKsmlst 
China oool'i expert an additional one te law million tens or iron ere (largely 
from Hainan) and m additional ene te two elllien tons ef eoal without alsni- 
fiossitly »f..:!lfyin& their present trade cooreitiaantB to the Soviet »3o® or 
th«l r or«8*mi pvo&rm* 

rf China imported sn equivalent amount. Siao-iitpnnes® trad® oeald total 
•200 adllion. --tioh a level of trade, however, vetOd deoend aw relaxation 
of vH JJ KCfifl aestrols, to total 3if**-4aj>anese trad* in 1955 awwHtod to 
UQ million, th* loss ef trade because of trade control* miebt have totalled 
■190 mUlien. 

A higher level ef %o&-J*paae»e trade la possible if ‘•bine Is prepared 
te divert assort* fro* other markets* 'She Japanese Scoiwwle iterating Board 
h«« estimated that Japan would be willing to iepert the following eomaoJltlee 

j/ 

fTO& ^hJU)Ae 


| SECRET 
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teas 

mjfcmm* 

309,090 

aoal 
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rtm 

399,000 


100,000 

ir&n 
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100,000 

mtfkmm mkm 
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wmt 

1,230,000 Has 

salt 

300,000 

tmz ail 

t.000 

la«&gt3*r 

900 

IsristlM 

500 

r«sil« 

130 


the Board farther estlnetaa that u&Lrem expert# to Japan oeuld increase to 

J 

about 13*9 Million within a year or too and then possibly to HJO olllion. 
fr$ma of this increase, however, mold toe at the expense of its other axr<ort 


ooawitwents. In return, if trade controls ended, Japan would too prepared te 
export ires and steel* textile machinery, optical ineknsaonta, vehicle#, aat 
other capital goods* It i* doubtful, however, that China weald toe willing to 
shift from Sloa to Japanese eunpliee en a large Male. $dLns sight well prefer 
to Maintain an export surplae ^ with Japan as long as Japan is willing to pay 
for Its definite in foreign ewefcaBge* If Japan ineieted an a balanced trade 
with dNSna the value of i%ne~J«paw*se trade night teach HS0 million ea«h my. 

a* While China presently appear* to prefer a balanced barter trade, this nay 
be due te efforts te discredit controls. 
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China** trad* with the Fro* VarM 


-owsiurAst Chine** trad* with the Free Werld sine* 1950 *s eatiasted 


fm Chins** O gwao lgt aware** It awsBsritwxJ a* follow* i 





gftmaai tf ffi MOam 

tersest of 
total trada 

1950 

€15 

7b 

1951 

925 

4 7 

1952 

795 


1953 

825 

25 

195 1 * 

690 

to 

1955 

650 *1 

ap-rox. 20 


fj prelisir.arjr eatimata 


China’s trade elite tte* Free World ineroased tegr stoeat 2# is 1955. It 
is ex-wwted that trade with the Free World will oentinae te grow mm with the 
existing level of trade centrals a* e consequence of -bins’* reeaot trade 
drive la the Free World aa well a* of the growth *f China** aaewMDr* .$4*» 
will aentinoa to he depends** open the Fres World for *«ry ef Ita iiports, 
especially eherdtwls mi raw metwrials wash as robber, fertilisers. ard poealhly 
cotton. Or the other side# the Fro* world 1* still the major or sol* market 
for mmy of China’s experts. In the snort-ron we aw? expeet the Fro* world’s 
Share of China's trade to be maintained at roughly 30 «*«* with existing 
trade controls. 


f«© groat increase in trade with the Fro* World following the removal ef 


the international trade control* is foroeeen. -*ina appear® to be satisfied 


with the general taro* of trade it reeelvei from the Sloe, although there 


probably are a few eeswsaditles like petroleum which might be obtained et a 
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*t « substantial 9**tag in freight mm tm from sloser eeereea ta the Free 

She sain iserea** In Fra* *krM trade mmM foil* the of tom 

US imH&tar al t ra>1e aiid flnsnelsl 9®)A?9ls > The t of 13 j© iditsis 

famerly provided an atecst eniqae market Iter many of toi'i lepertaet 
expert# - smote *s tons oil, bristle** feather*, end handicraft# - vmM 
mmVl* China to esraand eeasiderablp it# trade with the free ®e*3d. ^#t*l 

mm-Frm *or34 trade nisht ieereas* by «p t® eae-fteartfe a# * re#silt of 

y 

removing 03 unilateral nentrol*. 
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III. HmmmAjaft China’s T redo with Southeast teta 

The value of '■o —un igt Chins'# trade with Southeast ka&M naa signifi- 
cantly in 1955 bat still enly^*£<mf n |5 percent of China’s free World trade. 
The increase was largely on the <Mnaia Insert si 6m. China* hwiw , still 
maintains s large e xpor t ear plus with the area. 

Xh 1954 Malays alone aesewited fSr 75 poreeBt of Southeast Asia’s trad# 
with China, this r>sro«ntag« dropped t# 55 psreent in 1955* largely as a 
result of increased imports frost Boms, and Indonesia, tho only Southeast 
Asian countries to have concluded trad# agrosnsnts with China* 

Though Thailand’s trad# with Uhls* ia unknown, it is resorted that 
Chinos# predaets are inor#««ingly ta ho f#sad In Thai aarkots* 

Chir^ao assorts to Southeast Asia are a wetley aasortnoot oonaiating 
largely -of such iteas m fruits, vegetables* ecices, htrd eggs, oilseeds, 
pine resin, plants, seeds, flowers. » snail voltwe of textile acre* paper 
and other wood products aro also exported. 

Trade statistics do net as yet rs fleet China’s claim of Increasing 
esqsort* of industrial products to Southeast Asia. Chin* has reported the 
shiment of 17,000 tons of stool product* to Bums) otherwise the veins* 
of ifkiaatrlcl exports to Southeast Asia appears to ho insignificant. 

China’s purchases frees southeast Asia are largely limited to rice 
and coconut oil* which together aoeewtsd for over €0 nereeut of such 
purchases: in tho first three quarters of 1955. KlseoUaneeus foodstuffs 
and ospra accounted for west of the maiming Qttao so inserts. 


SECSET 
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Table 6 

aj 

adn»'» Trad* with Swt toast Asia, 1953-1955 
(thousands «f 3 . 8 . '.'ellara} 
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lu^ormala 
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21© £/ 
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sH 

df 
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mt 

46,177 

41,460 

40,448 

cl Dewed fkom ’Ski/M^ajr /k/a'i A.epoitftc) 

S* 1mm than $ 500 , 000 # 


£* wenth*. 



W* 1*rado of small miaa li carried 

Oft through Hong Iftftg. 


Tafela 
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Sswanist China's Trade with Southeast 
aj 

with tha Frw *erld, 1953-1955 

1953 

Aala a PtroattUg* of frada 

Thrift v&iarior# 

195* 1955 

Jfkporto 

1,6 

3.0 

7,0 

Broort# 

10 *6 

11*1 

11.7 

Trade Tmrmmr 

7.1 

7.5 

9.8 


ct. de&wed ■fte.ob^ feee Woteli 's xec.oxdd'd T&ade i v/X CkiviA. 
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Mil HJ 

The ©pportariiles Jar increaiwNt tract* baaed art to# pr es e nt eeswiedity 
pattern appear extrarmly limited. China®# imports from “outbeast Asia era 
l*aa than SO percent of ita exports to Southeast Asia. Dw major ChlnoM 
import from this area is rise, tot Odfia is a nst exporter of rice, Shines® 
demand for usasnrt oil* it* other major Impart from th* area, ia limited. 

On tbs oxport si do, th* similarity of the Chines* and Southeast Asian 
soon~ri.es will probably prevent any rigntfisant growth la present Chinese 
export* to : eotbasst Asia* 

Increased trade between Southeast Asia and China depends :o a considerable 
extent open th* expert to -bias of 3euto*a*t Aslan ^redacts presently em- 
bargoed to *1 m by ChlnCen control*. mainly petroleum and rubber. Indonesia 
and Malaya wars Chim'g major prewar sources ef these products. Whether 
China would desire to shift from Its prassnt suppliers to these sources Is 
net toss. China could, however, probably purchase petroleum cheaper from 
Indonesia than from toe bloc. Sash savings might Induce China to ispert op 
to three or tour times to* volume of its prewar astro loom Imports from 
Indonesia or at current arlee* possibly as wash as l$S million a year. China 
sow obtains most of Its rubber reqalrement* from Uaylrm and will probably 
©satins* to until ita present agromasat with Ceylon expires la 135?. After 
1957* -'bin* might well purahaea larger amounts of rubber from Southeast Asia 
If last prevented by trad* controls. Southeast Aria, accordingly. Is sciential, 
ly able to expand considerably Its exports to China and to reverse toe 
present large trade deficit with China If QtttiCaW controls were removed, 

■ •*" t- - "Ct .. 
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Mm 

*ny largo increase in Chinese experts t a Southeast Asia would probably 
h»w to be la textiles or eaoltal i*eods, Hie nates Import a of the Southeast 
Asian eerantrlee. Saab experts would he in eoaoetitlsn with Japan’s export* 
to Southeast Asia, It ia not believed, however, Hiat <%ina is easnrently in 
a position to export any bet token quantities of sash goods, 

'Though grounds for general eenpetition between China and Japan Is Hie 
Southeast tales market do not exist at this time, potential Chinese experts 
of textiles and iron and steal represent a distinct threat to Japan’s trade 
in this area. At oreswnt Japan’s textiles and Iren and steel asKnint to aast 
of her sxpsrte to Southeast Asia, Japan, however, is a natural trading partner 
for Southeast Asia, ha the jss>r Aalatle industrial power, it, unlike China, 
provides a large market for the type of goods Southeast Asia produce*. Japan’s 
Imports do not mm tmd probably would sot in the future oaapeta with China’s 
demands m this area, Japan needs Southeast Asian rice, sugar, eilaeeds, 
ells, woods, heap, iron ore, tin, rubber, and petroleum. China decs need the 
latter two product*. but Southeast AM* is eardbl* of supplying these - products 
to both China and Japan. 

While Jaoan la a were natural trading partner fur Southeast Asia, China 
can eoears important eoenosale advantage* from tradlns with Southeast Asia. 

To the imoort aide, petroleum and robber are important etrate^io oeoaoditia*. 
Through, bilateral trade agreements, China Is able to assure Itself of expert 
markets, 'Trade with Southeast Asia may also be expected to serve China’s 
political ends, bat it is impossible to detenstn* the relative iissortanco of 

t «* ^ »»» 
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seanoslo «st political aomdtoratlon®. f*OMittU pelltleel ob>ctiv«# IxeVoa* 
(Siolosaatie i?*eognitiaB, tlw «i»ttra«s»i»nt of naatrall®*# and! th* apportaaltjr 
to iwnr oe o 5ottth#s*i Mai with th* r^W indootrtaliBation of £5»tm« 
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